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ELIMINATING PROVISION FOR CHARGING OF FED- 
ERAL EMPLOYEES’ SALARIES FOR SERVICE IN PRE- 
VIOUS YEARS TO CURRENT APPROPRIATIONS 


WEDNESDAY, MAY 6, 1959 


House oF REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON 
Post Orrick anp Civit SERVICE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m. in room 215, 
House Office Building, Hon. George E. Shipley (subcommittee chair- 
man) presiding. 

Mr. SuipLey. The meeting will come to order. 

This subcommittee was appointed to consider H.R. 6134 and H.R. 
6261, introduced by Mr. Murray and Mr. Rees, chairman and ranking 
minority member, respectively, of the House Post Office and Civil 
Service Committee. The bills, which are identical, will amend the 
Federal Employees Pay Act of 1945 to eliminate the authority to 
charge to certain current appropriations or allotments the gross 
amount of the salarv earnings of Federal employees for certain pay 
periods occurring in part in previous fiscal years. 


(The bill H.R. 6134 follows:) 


{H.R. 6134, 86th Cong. Ist sess.] 


4 BILL To amend the Federal Employees Pay Act of 1945 to eliminate the authority to charge to certain 
current apprc priations or allotments the gross amount of the salary earnings of Federal employees for 
certain pay periods occurring in part in previous fiscal years 

Re it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 604(b) of the Federal Employees 
Pay Act of 1945 (59 Stat. 303; 5 U.S.C. 944(b)) is amended by striking out the 
following sentence: ‘‘When a pay period for such officers and employees begins 
in one fiscal year and end in another, the gross amount of the earnings for such pay 
period may be regarded as a charge against the appropriation or allotment current 
at the end of such pay period.”’ 

Mr. Suiptey. The members of the subcommittee are Representa- 
tives Prokop, Foley, Cunningham, and Barry, and I was designated 
chairman. 

as Ae : 

This legislation represents a recommendation of the Executive 
Office of the President, submitted by Director of the Bureau of the 
Budget, Maurice H. Stans, on March 4, 1959. 

The purpose of the legislation is to eliminate a contradiction between 
certain provisions of the Federal Employees Pay Act of 1945 and 
subsequently approved appropriation provisions. In brief, under the 
1945 Pay Act when a pay period for Federal employees covers parts 
of 2 fiscal years the entire cost of the pay period may be charged to 
appropriations for the later fiscal year. The report of the House 
Appropriations Committee on the Supplemental Appropriation Act, 
1948, placed all agencies on notice that salary appropriations for the 


1 











2 CHARGING OF FEDERAL EMPLOYEES’ SALARIES 


fiscal year 1948 and all other years are to be applied solely to salaries 
earned for workdays occur ring in the particular year. 

We have with us this morning Mr. William F. McCandless, Assistant 
Director for Budget Review, Bureau of the Budget, accompanied by 
Mr. Carl W. Tiller, Chief of Budget Methods, Bureau of the Budget, 
who will present the views of the administration on this legislation. 


STATEMENT OF WILLIAM F. McCANDLESS, ASSISTANT DIRECTOR 
FOR BUDGET REVIEW, BUREAU OF THE BUDGET, ACCOMPANIED 


BY CARL W. TILLER, CHIEF OF BUDGET METHODS, BUREAU OF 
THE BUDGET 


Mr. McCanp.ess. Mr. Chairman and members of the committee, 
I am glad to be here this morning to discuss these two bills which 
incorporate a recommendation of the Bureau of the Budget which 
was transmitted to the Congress by a letter from the Director of the 
Bureau of the Budget dated March 4, 1959. 

I would like to ask permission that this letter be put into the record. 
It explains rather fully the basis for the recommendation. I would 


then like to go on and sketch briefly for the committee the reasons for 
the proposal. 


Mr. SurpLey. The letter will be entered in the record at this point. 
(The letter referred to follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., March 4, 1959. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

My Dear Mr. Speaker: We respectfully submit for consideration by the 
Congress proposed legislation, drafted by the Bureau of the Budget, to amend 
section 604(b) of the Federal Employees Pay Act of 1945, as amended, by repealing 
the last sentence of that section. The sentence which would be repealed provides 
that when a pay period begins in one fiscal year and ends in another, an agency 
may charge the total cost for a pay period to the appropriation current at the end 
of the period. 

Although section 604(b) of the Pay Act would permit the charging of total 
payrolls for such pay periods to the appropriation for the new year, the House 
Committee on Appropriations in its report on the Supplemental Appropriation 
Act, 1948 (H. Rept. 990, Ist sess., 80th Cong.), stated 

“The Federal Employees Pay Act of 1946 permits charging the earnings for a 
pay period falling in 2 fiscal years to the appropriation current at the end of the 
pay period although there is no bar in the act to following the normal procedure of 
splitting the charge between the 2 fiscal years involved in which event the exact 
pay for the days in each fiscal year would be charged to that year’s accounts. 
The committee wishes to put all agencies on notice that the appropriations for the 
fiscal year 1948—as for any other year—are intended to cover earnings for all the 
workdays occurring in that year. No deficiency estimates will be conside red 
in future years to cover earnings for workdays carried over from prior years. 

Since that time budgetary and apportionment instructions (Bureau of the 
Budget Circulars A-11 and A-34) have required that budgets be prepared and 
funds be apportioned on a basis whereby the pay costs of all the days in any fiscal 
year are charged to the appropriation for that fiscal year only. These instruc- 
tions are consistent not only with the views expressed in the above-quoted report, 
but also with the accrual basis of accounting and the cost basis of budgeting 
endorsed by the Congress in Public Law 863, 84th Congress, and Public Law 
85-759. 

So that fiscal year budgets and reports on expenditures may be accurate and 
meaningful, it is desirable that those portions of each such year-end payroll period 
chargeable to the respective fiscal years be properly allocated to each. This 
practice has been followed since 1947. 
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The proposed amendment of section 604(b) of the Federal Employees Pay Act 
would repeal this now unused and inappropriate authority. Accordingly, early 
and favorable consideration of this draft bill is recommended. 

Sincerely yours, 
Maurice H. Stans, Director. 

Mr. McCanptesss. As you stated, Mr. Chairman, these two bills 
would repeal a provision of the Pay Act of 1945 which provides that 
when a pay period begins in one fiscal year and ends in another an 
agency may charge the total cost for a pay period to the appropriation 
current at the end of the period. In other words, the present allows 
you to charge pay earned in one fiscal year to the appropriation for the 
subsequent fiscal year. 

This provision was necessary because this same act, the Pay Act 
of 1945, changed the basis for Federal payrolling from a semimonthly 
to a biweekly basis. This left a part of the pay earned in one year 
that is not payable or paid in that year but is paid in the subsequent 
year, and this provision was designed to take care of that particular 
problem. The objective was to simplify the payrolling process and 
that was what was paramount in the minds of those concerned at that 
time. It did create problems with respect to the financing of payrolls, 
the budgeting for them and the appropriations for them, because 
ordinarily up to that point we would have provided for the pay earned 
in the year—budgeting would be on the basis of the pay earned in 
that year. 

The House Appropriations Committee took cognizance of this and 
asked that the practice being followed up to that time continue to be 
followed, with the understanding that we would provide in each year 
for the pay earned in that year. The Bureau of the Budget put out 
instructions requiring that, and we have followed that practice ever 
since. So the provision in the Pay Act of 1945, which was a permissive 
provision and not a mandatory one, has not been followed in practice 
all this time. 

Then later, after the views were expressed by the House Committee 
on Appropriations in its report on the Supplemental Appropriation 
Act of 1948, two laws recently passed by Congress, Public Law 863 
of the 84th Congress and Public Law 759 of the 85th Congress, recog- 
nized the accrual basis of accounting and also the cost basis of budget- 
ing, both of which would require that pay earned in a year would be 
the basis for budgeting for Government pay. 

So we believe that it is now desirable to amend the law so that 
this provision, which is really not being used and which in the light 
of developments since its enactment is inappropriate, be removed 
from the statute books. 

Mr. Suiptey. Would it be correct to make this observation, that 
these bills, H.R. 6134 and H.R. 6261, do something that should have 
been done in the past but has just been overlooked? 

Mr. McCanp uess. I think that is correct. 

Mr. Surrptey. I understand there is no objection from the adminis- 
tration or the Post Office Department or anybody involved? 

Mr. McCanpusss. That is correct. The two main agencies in- 
volved are the Civil Service Commission and the General Accounting 
Office. The Civil Service Commission offered no objection to our 
proposing the legislation. The General Accounting Office says it sees 
no reason for objection, although it sees no urgent reason to amend 
the act, because we are already following the practice we propose. 
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But we think it would be better if the permissive legislation were re- 
moved from the statute books, so that the law would be consistent 
with the current practice. 

Mr. Suiptey. Are there any questions? 

Mr. Fo.try. Let me see if I understand this correctly. Do I 
understand that because of the biweekly payroll method that was 
instituted under the Pay Act of 1945 that you come up to the end of 
June in one fiscal year and you carry over the pay period to the first 
week of July in the next fiscal year which would constitute the bi- 
weekly period for which you would pay the person, and that biweekly 
payment covers 1 week’s work performed in the past fiscal year and 
1 week in the succeeding fiscal year? 

Mr. McCanotess. That is about the situation. 

Mr. Fotry. You say that is about the situation. What is not 
right about it? 

“Mr. McCanpuess. Every year we are paying for 260 days. That 
is the way the biweekly system works, 52 weeks of 5 workdays each 
week, 260 days. The pay earned is actually a little bit more than that. 

Mr. Titer. One more day a year and on leap vear two more days. 

Mr. McCanoptgss. That is right. So that each year you are pay- 
ing less than is earned but you are providing for that in your appro- 
priations. 

Mr. Forry. You are paying less than what the employees earn? 

Mr. McCann ess. Yes. 

Mr. Foxtry. And you pick up the gap in the next fiscal year in your 
first payroll in July? 

Mr. McCanp.gss. That is right. 

Mr. Fotey. Then what you do, you charge back that first week’s 
pay in July to the previous fiscal year’s appropriation? 

Mr. McCanp tess. That is correct. 

Mr. Fotey. That is a bookkeeping transaction? 

Mr. McCanptess. Exactly. 

Mr. Fouey. But that simple bookkeeping transaction, what does 
it do? Does it require making future projections in your budget? 
Say you are going into the 1961 fiscal year shortly, this little gim- 
mick of 1 or 2 days’ carryover, does that cause quite a bit of additional 
accounting work to provide for that? 

Mr. McCanoptess. If we were budgeting on the basis that they 
might either charge this to the current year’s appropriation or to 
the coming year’s appropriation, then it would cause problems because 
it would be an inconsistent basis of computing the budget each year. 

Mr. Fotry. Today, though, it is a consistent basis? 

Mr. McCanptgss. Thatisright. We provide in each year’s appro- 
priation for the pay earned in that year. 

Mr. Foury. Including the extra day or two, as the case may be? 

Mr. McCanp.ess. That is correct. 

Mr. Fo.tey. And what you want to do by this legislation is carry 
that 1 or 2 days over to the next year? 

Mr. McCanpuess. No, sir. We have legislation that would per- 
mit us to do that. We are now not doing it and we would like to 
make the legislation consistent with the current practice. 

Mr. Fotey. Which is what? 

Mr. McCanptess. To provide for the amount earned in the year 
and to charge the payroll to the year in which it is earned. 
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Mr. Foutry. That is all I have, Mr. Chairman. 

Mr. SurpLtey. Thank you. Are there any further questions? 

Mr. Barry. I have no questions. I think this legislation is highly 
appropriate. 

Mr. Surpiey. If there are no further questions we will adjourn and 
go into executive session. I would like to thank the witnesses for 
coming up and enlightening us on this, because I for one was not 
absolutely clear on the purpose of the legislation. Thank you very 
much. 

(Thereupon, at 10:40 a.m., May 6, 1959, the hearing was adjourned 
and the committee went into executive session. ) 
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